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SUBJECT: VIEWS OF MINISTER OF FINANCE FRANCISCO FERNANDEZ 
ORDONEZ ON FUTURE SPANISH ECONOMIC AND POLITICAL PROSPECTS 

REF: MADRID 05516, 05567 

1 . DURING A COURTESY CALL ON JUNE 1 BY TREASURY ASSISTANT 
SECRETARY BERGSTEN ACCOMPANIED BY THE CHARGE ON MINISTER 
OF FINANCE FERNANDEZ ORDONEZ, THE MINISTER HAD THE 
FOLLOWING TO SAY ABOUT ECONOMIC AND POLITICAL PROSPECTS. 

2. HE SAID THE STABILIZATION PROGRAM INITIATED LAST 
SUMMER WAS INDEED GOING VERY WELL THUS FAR AND HE EXPECTED 
IT TO CONTINUE TO SHOW PROGRESS FOR THE REMAINDER OF 1978 
WITH THE GOAL OF REDUCING THE RATE OF INFLATION TO 17 

OR EVEN BELOW FOR THIS YEAR BEING MET. HOWEVER, HE WAS 
CONCERNED ABOUT 1979, WAS TURNING HIS ATTENTION TO WHAT 
THE SPECIFICS OF NEXT YEAR'S ECONOMIC PROGRAM SHOULD BE, 

AND WAS ALREADY TALKING ABOUT IT WITH SOME OF THE OPPOSI- 
TION. HE WAS CONVINCED THAT IT WAS VERY IMPORTANT TO 
REACH A CONCENSUS AMONG POLITICAL LEADERS THIS AUTUMN ON 
THE GUIDELINES FOR THE COMING YEAR. HE SAID THAT COMMUNIST 
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LEADER CARRILLO WAS BEING RESPONSIVE BUT WAS TALKING IN 
TERMS OF AGREEMENT ON A THREE YEAR RATHER THAN A ONE YEAR 
ONWARD PROGRAM. ON THE OTHER HAND WORKERS COMMISSIONS 
CHIEF CAMACHO WAS OPPOSED TO CONTINUING THE STABILIZATION 
EFFORT AND WAS TALKING ABOUT A LARGE GOVERNMENT DEFICIT 
SPENDING PROGRAM TO DEAL WITH UNEMPLOYMENT; AND THE 
SOCIALISTS WERE RELUCTANT TO TALK ABOUT ECONOMIC ISSUES 
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AT ALL AT THIS TIME. FERNANDEZ ORDONEZ HIMSELF WAS 
CONVINCED THAT MONETARY AND FISCAL AUSTERITY MEASURES 
MUST BE CONTINUED AND AGREEMENT MUST BE REACHED ON 
MODERATING WAGE INCREASES IN THE NEXT ROUND OF BARGAINING 
BEGINNING IN THE LATTER PART OF 1978 SO THAT INFLATION 
COULD BE REDUCED SUBSTANTIALLY IN 1979. 

3. WITH REGARD TO POLITICS FERNANDEZ ORDONEZ AGREED WITH 
THE VIEW OF GARRIGUES WALKER. MINISTER OF PUBLIC WORKS, 
REPORTED IN REF B, THAT IT WAS IMPORTANT TO HAVE 
LEGISLATIVE ELECTIONS AS SOON AS POSSIBLE AFTER THE 
REFERENDUM ON THE CONSTITUTION. HE NOTED THAT SOME PEOPLE 
TALKED ABOUT A POSSIBLE COALITION GOVERNMENT BETWEEN 
THE UCD AND THE PSOE AS A SUBSTITUTE FOR EARLY LEGISLATIVE 
ELECTIONS BUT HE DID NOT CONSIDER THIS TO BE A WORKABLE 
IDEA. HE DISMISSED PRESS SPECULATION THAT SOME MINISTERS, 
INCLUDING PERHAPS HIMSELF AND GARRIGUES WALKER, MIGHT 
LEAVE THE UCD NOTING THAT HE AND GARRIGUES HAD MADE JOINT 
STATEMENTS TO THE MADRID DAILY ABC WITHIN THE LAST WEEK 
REAFFIRMING THEIR COMMITMENT TO THE UCD. HE CLAIMED THAT 
MOST UCD THINKING, INCLUDING THAT OF PRIME MINISTER 
SUAREZ, NOW FAVORED HOLDING LEGISLATIVE ELECTIONS SOON 
AFTER THE CONSTITUTIONAL REFERENDUM, PERHAPS IN 
CONJUNCTION WITH MUNICUAL ELECTIONS. HE TALKED ABOUT A 
POSSIBLE RESTRUCTURING OF THE GOVERNMENT AFTER NATIONAL 
ELECTIONS INCLUDING THE POSSIBILITY OF A UCD/PSOE COALITION 
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THEN. HE THOUGHT THAT FELIPE GONZALEZ WOULD BE AT LEAST 
MODERATELY SUCCESSFUL IN PROVIDING A SOCIAL DEMOCRATIC 
IMAGE TO THE PSOE, BUT SAID THAT IN CURRENT CIRCUMSTANCES 
IN VIEW OF THE IDEOLOGICAL DIVISIONS WITHIN THE PSOE ONE 
MUST EXPECT PSOE LEADERSHIP TO BE ESSENTIALLY AMBIGUOUS 
ON THIS ISSUE, SAYING ONE THING TO THE "BANKERS" AND 
ANOTHER TO THEIR LEFTIST SUPPORTERS. 

4. COMMENT: UCD "COORDINATOR" ARIAS SALGADO (WHO WAS A 
FERNANDEZ ORDONEZ FOLLOWER AT THE TIME OF LAST YEAR’S 
ELECTION CAMPAIGN) TOLD CODEL BURTON ON MAY 30 QUITE 
CATEGORICALLY THAT HE EXPECTED NATIONAL LEGISLATIVE 
ELECTIONS TO OCCUR SIMULTANEOUSLY WITH MUNICIPAL ELECTIONS 
WITHIN A FEW MONTHS AFTER THE CONSTITUTIONAL REFERENDUM. 
THE VIEWS OF FERNANDEZ ORDONEZ, ARIAS SALGADO AND GARRIGUE 
WALKER ON THIS POINT DIFFER FROM THOSE EARLIER REPORTED AS 
HELD BY SANCHEZ TERAN. HOWEVER, THERE IS INCREASING 
PUBLIC SPECULATION THAT BOTH UCD AND THE PSOE ARE REACHING 
THE CONCLUSION THAT LEGISLATIVE ELECTIONS SHOULD BE HELD 
NOT LONG AFTER THE REFERENDUM. THERE IS CONSIDERABLE 
LOGIC IN THIS CALENDAR FROM THE POINT OF VIEW OF PRESENT 
POLITICAL CIRCUMSTANCES, BUT THE FINAL DECISION WILL 
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PROBABLY NOT BE MADE UNTIL THE POLITICAL SITUATION IS 
GAUGED AFTER THE CONSTITUTIONAL REFERENDUM TAKES PLACE. 
EATON 
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